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to an individual's Spouse or former spouse 


as divorce 
or instrument described in 
subparaq A) of sec- 
tion ah 2 Sell aa be considered a taxable 
transfer made 
bv such individual notwithstandina anv other 
provision of this 
subtitle. and such interest shall. after such 
transfer. be treated 
as a medical savinags account with respect to 
which such spouse 


is the account holder. 
) TREATMENT AFTER DEATH OF ACCOUNT HOLDER] 


H(A) TREATMENT IF DESIGNATED BENEFICIARY 
S 
SPOUSE@If the account holderls survivina 


spouse acauires 
such holder's interest in a medical Sau Oe 
account 
en of being the desianated beneficiarv of 
accoun 
at ahs death of the account holder. such 
medical savinas 
account shall be treated as if the spouse were 
e account 
holder. 


(B) OTHER CASES 
(i) IN GENERALE&@If. bv reason of the 


death of 
the account holder, any person acquires the 
account 

holder's interest in a medical savinas 
account in a 
coer which subparagraph (A) does not 
app 


"(T) such account shall cease to be a 
medical 
savings account as of the date of death, 


"(II) an amount eaual to the fair 


market value 
of the assets in such account on such 
date shall 
be includible if such person is not the 
estate of 
such holder. in such person!s aross 
income for the 
taxable vear which includes such date. 
or if such 
person is the estate of such holder. in 
such holder's 
aruee income for the last taxable vear 
such 
sae 
(ii) SPECIAL RULES 


"(I) REDUCTION OF INCLUSION FOR PRE- 


DEATH 

EXPENSES/2The amount includible in 
aross income 
under clause (i) bv anv verson (other 
than the 
aotate) shall be reduced bv the amount 
of aualified 
medical exnenses which were incurred 


V the 
decedent before the date of the 


decedentis death 
and paid bv such person within 1 vear 


after such 
date. 
w "(II) DEDUCTION FOR ESTATE TAXES 
n 
appvropriate deduction shall be allowed 
under SeEC- 
tion 691(c) to anv person (other than 
e decedent 
or the decedent!s spouse) with respect 
to amounts 
included in aross income under clause 
(i) by such 


ef a) Moff: ORLEVING ADJUSTMENT/In the case of any 
axable 
vear beginning in a calendar year after 1998, each 
dollar amount 
in subsection ee? shall be increased by an 
amount edual 
"(1) such dollar unt. multivlied bv 
fel cost- ofalG adjustment determined under 
io 
l(A(3) for oe calendar year in which such taxable 
vear beadin 
bv substituting icalendar year 1997! for {calendar 
vear 1 
in subparaaraph (B) thereof. 
: increase under the nrecedina sentence is 
t a multinile 
of $50. such increase shall he rounded to the 
puesOf multiple 
O 


